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CONFIDENTIAL REYKJAVIK 0039 

E.O. 11652: GDS 
TAGS: MILL IC 

SUBJECT: GEOTHERMAL HEATING AT KEFLAVIK NAVAL STATION (NAVSTAKEF) 

REF: (A) 77 REYKJAVIK 1548 (DTG 261624Z OCT 77); (B) NAVSTA 
KEF DTG 181800Z OCT 77 (NOTAL); (C) 76 REYKJAVIK 1570 
(DTG 291825Z NOV 76) NOTAL 

1 . SUMMARY: TENTATIVE AGREEMENT BETWEEN NAVSTA KEFLAVIK 
AND SUDURNES REGIONAL HEATING CORPORATION (SRHC) FOR PRO- 
VIDING GEOTHERMAL HEAT TO KEFLAVIK NATO BASE WAS FORWARDED 
ON OCTOBER 26, 1977, AS NOTED IN REF A. GIVEN IMPORTANCE 
ATTACHED TO THIS PROJECT BY HIGHEST LEVELS OF GOI AND 

LENGTH OF TIME IT HAS REMAINED UNDER CONSIDERATION WASHINGTON, 
BELIEVE COUNTRY DIRECTOR FUNSETH DURING HIS VISIT SHOULD 
BE PREPARED GIVE PRECISE INDICATION TO GOI AS TO WHEN DE- 
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CISION ON PROJECT WILL BE FORTHCOMING. IF HE WERE AUTHORIZED 
TO INDICATE US IS AGREEABLE TO PROJECT IN PRINCIPLE 
THAT WOULD BE EVEN BETTER. END SUMMARY. 

2. DEPARTMENT WILL RECALL THAT ON OCTOBER 26, 1977, 

EMBASSY TRANSMITTED TENTATIVE AGREEMENT BETWEEN U.S. 

NAVSTA KEFLAVIK AND SRHC ON PROVIDING GEOTHERMAL HEAT 
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TO U.S.-MANNED NATO BASE AND URGED THAT PROMPT AND 
FAVORABLE CONSIDERATION BE GIVEN TO THIS AGREEMENT 
(REF A). TO DATE, NEITHER EMBASSY NOR NAVSTA HAS 
RECEIVED ANY INDICATION STATUS THIS PROPOSED AGREE- 
MENT WITHIN USG. IN VIEW OF FREQUENT VISITS TO 
ICELAND BY VARIOUS EXPERTS AND TEAMS OF SPECIALISTS 
FROM U.S. TO STUDY PROJECT AND FACT THAT TENTATIVE 
AGREEMENT HAS BEEN WORKED OUT TO SATISFACTION OF 
BASE AUTHORITIES AND ICELANDIC PARTICIPANTS, GOI AND 
OTHER INTERESTED ICELANDIC PARTIES UNDERSTANDABLY WILL 
BE EXPECTING RESPONE IN VERY NEAR FUTURE IF ONLY FOR 
PLANNING PURPOSES OF THEIR OWN. 

3. AS NOTED EARLIER (REF A), 1974 MOU CALLED FOR STUDY 
OF FEASIBILITY OF PROJECT. RECENT TENTATIVE AGREE- 
MENT BETWEEN NAVSTA KEFLAVIK AND SRHC INDICATED THAT 
PROJECT WAS ECONOMICALLY AND TECHNICALLY FEASIBLE. 

REF C ENUMERATED NON-ECONOMIC REASONS FOR U.S. PAR- 
TICIPATING ALL OF WHICH STILL REMAIN VALID. AS NOTED 

IN REF A, FOREIGN MINISTER AGUSTSSON AND OTHER KEY 
PRO-NATO GOI OFFICIALS HAVE PLACED HIGH PRIORITY 
ON OBTAINING PARTICIPATION BY BASE IN THIS UNDER- 
TAKING AND SUBJECT WAS RAISED BY FONMIN WITH DEPARTMENT 
IN SEPTEMBER. 

4. VIEW FOREGOING, WE SUGGEST COUNTRY DIRECTOR FUNSETH 
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BE PROVIDED WITH PRECISE INFO RE STATUS OF PROJECT 
CONSIDERATION BY WASHINGTON AGENCIES AND THAT HE BE 
PREPARED INDICATE TO GOI WHEN DECISION ON US PARTICI- 
PATION WILL BE FORTHCOMING. OBVIOUSLY. IF HE CAN 
STATE DECISION TO PARTICIPATE IN PROJECT HAS BEEN MADE 
IN PRINCIPLE (SUBJECT TO USUAL APPROPRIATION CAVEATS) 

THAT WOULD BE MUCH BETTER. 

BLAKE 
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